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1. Introduction & Company / Market Review 
 

Selling a German beer in the United States seems intuitively realistic. Both countries are 

known for their beer brewing and consumption, and entertain close trade relationships that 

simplify the entry of German products into the American market. Yet, no German beer has been 

able to establish itself among U.S. brands as other import beers have done. Is it time for a 

change? This essay will establish a strategy for the premium German beer Flensburger Pilsener 

(‘Flens’) to enter into the American beer market. An analysis of that market and a discussion of 

possible market entry and communication strategies will be followed by an evaluation of 

whether Flens could take its place among successful American beer brands. 

Flens is brewed by the northern German Flensburg Brewery, founded in 1888 and among 

the last major privately owned breweries in the country. Though the German beer industry 

experienced a decline in 2009, the Brewery inverted this trend by posting profits of 

approximately $65 million that year, an annual increase of 3.1% (Flensburger Brauerei, 2010). 

Its success can be traced directly to its beer, famous throughout Germany for its taste and unique 

packaging. Flens is sold in heavy glass bottles that feature a traditional metal swing stopper and 

resealable bottle cap. The beer itself is brewed according to the now-informal 1516 German 

Purity Law ensuring quality of ingredients, and aside from its pilsner flavor also comes in 

variations such as Gold (a milder version), Radler (a beer and lemonade mix), and alcohol free.  

While Flens is currently only sold within Germany, an expansion to the U.S. presents an 

enticing opportunity. The high-income country, home to 313 million people, relies on a market 

capitalism economic system and has stabilized its GDP at $14.66 million after the recent 

economic crisis (Central Intelligence Agency, 2011). The economic similarities of Germany and 

the U.S. are evident, including the availability of advanced communication systems – such as a 
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growing importance of the internet for conducting business. A trade deficit and saturated beer 

industry present potential problems for importers entering the American market, but trade 

agreements and organizations like the German-American Trade Association and the Friendship, 

Commerce, and Education Treaty could significantly aid the process (Nason, 2011). Finally, a 

weakening Euro as compared to the American Dollar, reaching a low point of $1.32 to 1€ in 

November 2011 due to the European economic crisis, increases the feasibility of a German 

company conducting business in the United States (Bennett, 2011). 

The two countries are also very similar socially. Both are low-context cultures in which 

individualism is highly valued, and both are among the global leaders in beer consumption (Kirin 

Holdings, 2010). However, some differences such as a different language need to be taken into 

account. While beer in Germany is generally evaluated based on taste, it is often seen as a quick 

and cheap method for intoxication in the United States. As such, selling a premium import beer 

such as Flens might become more difficult. The political environment of both countries is nearly 

identical, with a republican government and extensive bureaucracy resulting in low corruption 

and political risk and thus a relative ease of entry into the American market. 

The positioning of Flens within the German market focuses heavily on individualism and 

self-reflection, a position curiously unoccupied by import beers already existent in the U.S. 

Advertisements for brands such as Foster’s and Heineken generally take place in party contexts, 

where drinking the beer is the result of fitting in with others (Appendix 6.1). Hence, a market 

niche exists within the import beer market that Flens will be able to occupy. At the same time, 

over 50 million Americans now have German heritage (U.S. Census Bureau, 2010) and the most 

frequent beer drinkers in the U.S. today are under 34 years old while earning over $50,000 

annually (Newport, 2010). Thus, the primary target market of an American Flens marketing 

campaign should consist of young, individualist professionals in the U.S. 
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2. Competitive Analysis 
   

An analysis of the U.S. beer industry through using Harvard theorist Michael Porter’s five 

forces model (2008) is valuable to understand the market. These forces include new entrant 

threats, substitute product threats, buyer bargaining power, supplier bargaining power, and 

competitive rivalry (Appendix 6.2). Each influences the competition within the industry in 

question. Their application to the U.S. beer industry will be investigated on the following pages. 

2.1 Porter’s Force 1: Threat of new Entrants 

Porter’s first force is the threat of new entrants into a market. The more easily a company 

can enter the industry with its own brand, the higher the risk of price competition and reduced 

profitability for all companies in the industry (Keegan & Green, 2011). Eight barriers define the 

degree to which an industry is inclined to new market entrants. The first, economies of scale, 

heavily affects the beer industry as the costs associated with producing the product drop 

significantly with increased production (Appendix 6.3). Thus, small brewers cannot compete 

with major players on price, leading to creative competition based on product quality. So product 

differentiation, the second entry barrier, is high among small brewers as the industry spent $1 

billion in 2007 to communicate brand benefits via advertising (Goldhammer, 2008). This budget 

also suggests high competitor response, as new entrants are met with immediate competition by 

other brands. Government policies also present a barrier, as the beer industry is “subject to 

extensive government regulations” through various taxes, licensing fees, and other restrictions 

(Goldhammer, 2008). Capital requirements to enter the industry are high, largely because of the 

need to build or purchase a beer plant (Tremplay, 2007). Distribution channels are established 

even for new breweries with wholesalers distributing the beer to retailers (Appendix 6.4), and 

should therefore not be considered significant barriers of entry (Sarasin, 1998). Finally, the 
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potential barriers of switching costs and cost advantages independent of scale economies do not 

seem to influence the American beer market as all industry members have relatively equal access 

to materials and labor. In all, the significance of five of Porter’s eight entry barriers suggests that 

the American beer industry is difficult to enter and the threat of new entrants is rather low. 

2.2 Porter’s Force 2: Threat of Substitute Products 

Porter’s second force concerns the threat of substitute products, which limits the prices 

charged within the industry and heightens price competition (Keegan & Green, 2011). The main 

substitute products for beer in the U.S. are wine and liquor, as both offer alcoholic alternatives to 

consuming beer. Yet, beer remains the dominant alcoholic beverage in the U.S. especially among 

men under 50 years old, 59% of whom prefer beer as compared to 14% for wine and 22% for 

liquor (Newport, 2010). Across demographics, 41% prefer beer compared to 32% for wine and 

21% for liquor (Appendix 6.5). Alcohol consumption in general has consistently risen in the past 

two decades, suggesting that nonalcoholic beverages are generally not considered substitutes by 

consumers (Mann, 2010). So while substitute products exist, they seem minor for the target 

market of Flens specified above. Consequently, the threat of substitute products in the American 

beer industry is relatively low and should not lead to substantial price competition. 

2.3 Porter’s Force 3: Bargaining Power of Buyers 

Bargaining power of buyers, Porter’s third force, also results in low profitability and 

extensive industry competition as powerful buyers leverage their influence into lower prices 

(Keegan & Green, 2011). As mentioned above, the American beer industry relies on a three-tier 

system in which wholesalers buy products from breweries and distribute them to retailers such as 

bars and stores (Appendix 6.4). These distributors hold significant power over the breweries, 

aided by a fast-moving consolidation of wholesalers in the U.S. In the past 15 years, the number 
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of beer distributors in the United States has dropped from 5,500 to under 2,000 (Goldhammer, 

2008). Acting as intermediaries between brewery and retailer, wholesalers have thus gained 

considerable power within the American beer industry, which could result in a more intense, 

price-based competition between brands. 

2.4 Porter’s Force 4: Bargaining Power of Suppliers 

Similar to the third force, bargaining power of suppliers comes into play when suppliers 

are large enough to leverage their influence into lower prices (Keegan & Green, 2011). In the 

American beer industry, materials are largely available by multiple small suppliers, as 

ingredients such as hops and water are grown by farmers throughout the U.S. The reliance on 

very specific ingredients such as yeast and barley potentially empowers suppliers, but their 

bargaining power remains low due to their fragmented and small nature. In short, unlike 

bargaining power of suppliers, Porter’s fourth force is not a factor in the American beer 

industry’s competitive environment. 

2.5 Porter’s Force 5: Rivalry among Competitors 

Finally, rivalry and aspiration among firms to become market leaders significantly affects 

the competition and profitability of an industry (Keegan & Green, 2011). U.S. beer revenue 

declined 1% in 2010 and 2.2% in 2009 (Nason, 2011), suggesting that the national industry is in 

maturity - a stage in the product life cycle defined by high price competition and low profits due 

to strong competition and increasingly less differentiated products (Perreault et al, 2010). As 

mentioned above, the national beer industry relies heavily on aggressive advertising among 

brands, making it difficult for a premium beer from a relatively small brewery with limited 

budget like Flens to establish itself. This intense competition on a national level results in a 

hostile national environment for a new premium import brand.  
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2.6 Conclusion and Competitive Advantage Strategy 

Despite this national trend in which brands such as Miller and Budweiser fight viciously 

for market share, the more local craft beer industry has consistently grown in the past few years 

(Nason, 2011). Unlike national brands, more expensive local craft brands compete based on 

differentiation and survive in the otherwise highly competitive U.S. beer industry. Brands 

entering the national market may have difficulty persisting because of its competitiveness and a 

high bargaining power of buyers, but a more local strategy through competing in specific 

markets results in facing a different environment. Here, a low threat of new entrants combined 

with low bargaining power of suppliers, a low threat of substitute products, and competition 

based on differentiation make targeting a regional market more enticing for a premium import 

brand. Thus, Flens should concentrate on a focused differentiation strategy in which its 

uniqueness is communicated to a narrow target audience (Keegan & Green, 2011).  

3. Market Entry into the U.S. 

3.1 Planned Market Entry Mode 

Following an analysis of the U.S. beer industry, the first major decision within the 

process of selling Flens in the U.S. revolves around how to get the product to the American 

consumer. While tariffs between the European Union and United States are low due to frequent 

and established trade, shipping the actual product can easily become an expense that a company 

with annual revenues of only $65 million cannot afford. Thus, producing the beer in Germany 

and exporting it or setting up operations within the U.S. can easily backfire. Instead, Flensburg 

Brewery should look to establish a joint venture, defined as two business partners sharing 

ownership of a newly created business entity (Keegan & Green, 2011). By partnering with an 

established American brewery, the newly created Flens USA brand can take advantage of already 
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existing knowledge, capital, and distribution channels in the U.S. (Appendix 6.6). As a 

successful joint venture requires two partners with a similar mission and values, the 

Pennsylvanian company Yuengling & Son would be the ideal partner to help establish Flens in 

America. Yuengling & Son was founded by a German immigrant in 1829 and, like Flensburg 

Brewery, is a privately owned brewery that relies on its rich brewing history in both its 

operations and brand positioning (Hoover’s Inc., 2011). The company has experienced increased 

demand for its various beer brands in recent years, and its annual revenue is estimated to be over 

$100 million annually (Hoover’s Inc., 2011). In this joint venture, Flensburg Brewery would 

contribute monetary resources and intellectual property (its Flens recipe), while Yuengling & 

Son contributes the brewing plant and knowledge of the American market. As such, Flensburg 

Brewery could benefit from Yuengling’s established distribution channels, contacts, and brewing 

mechanisms, while functioning essentially as a new brand in Yuengling’s repertoire within the 

United States. The joint venture could lead to a closer partnership between these very similar 

companies in the future, as Yuengling could likewise benefit from Flensburg Brewery’s 

experience and success in the German beer market in case of expansion beyond U.S. borders. 

3.2 Expected Distribution Channels 

As mentioned in the competitive analysis, the U.S. beer industry relies on a standardized 

system of distribution channels to get its products to the consumer. According to the American 

Three-Tier system (Appendix 6.4), wholesalers such as beer distributors act as intermediaries to 

transport the product from the brewery to various retail outlets like bars and stores. As such, 

breweries depend on an extensive manufacturer’s sales force trying to sell beer to wholesalers. 

But distribution also needs to be taken into account before the beer is brewed. Here, Flens 

represents a unique case because of the unusual bottling that is an integral part of its brand. Any 
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strategy of distributing the beer needs to account for distributing these bottles as well. The 

expensive bottle production is justified in Germany due to a required €.25 deposit applied at 

purchase and redeemed upon returning the bottle to a store selling the beer. The stores then 

return the beer to Flensburg Brewery, which cleans and reuses them for little extra cost. But in 

the U.S. where such deposits are uncommon, the bottling becomes an obstacle to selling the beer 

while charging a reasonable price. In fact, choosing bars as the only selling outlet for the beer is 

beneficial for distribution, as bottles are generally left behind by customers in this environment 

and can easily be returned to the brewery for cleaning. But for this process to be possible, a close 

partnership across the distribution channels between brewery and bars needs to be fostered. 

Working together with Yuengling, which has already established well-functioning distribution 

channels, as well as training the Flens USA sales force to set up effective relationships with 

retailers becomes crucial for an effective distribution network. Choosing bars within Yuengling’s 

major range of operations in the American North East is essential for the success of such a 

strategy. The bottles will be transported via ship from Germany, an inexpensive method as 

Germany’s North (Hamburg) and the U.S. North East (New York City) are home to some of the 

largest commercial ports in the world and the products shipped are not time-sensitive (World 

Shipping Council, 2010). In short, an initial shipment of bottles from Germany should be 

followed by a close partnership with bars in the North East, aided by Yuengling’s existing 

distribution channels. Once a brand presence throughout these bars has been established, selling 

the beer through other outlets such as stores could possibly be explored despite higher prices. 

3.3 Pricing Decisions 

In my estimation, pricing is the single biggest obstacle in the way of establishing Flens in 

the U.S. In Germany, the brand employs a market skimming strategy by charging premium 
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prices to communicate the differentiation and quality of its product. The product itself, 

specifically the initial high production cost of the bottles, adds to the necessity of charging a 

premium price. Including the above-mentioned deposit, Flens in Germany is sold at a price of 

€20.40, which at the November 2011 exchange rate amounts to $26.40 per case (Flensburger 

Brauerei, 2011). But in the U.S., the average price of a premium beer case as of 2010 stands at 

$19.52 (Zegler, 2011). This significant difference needs to be taken into consideration, especially 

because of fluctuations in the Euro-Dollar exchange rates that can significantly influence profits. 

As mentioned in the introduction, the recent economic crisis in the E.U. has pushed the Euro to 

$1.32. But the currency is still strong compared to the Dollar, suggesting that Flens should 

“engage in nonprice competition by improving quality, delivery, and after-sale service” (Keegan 

& Green, 2011). Selling Flens exclusively at bars, where premium beer prices starting around 

$3.50 per bottle are typical and expected by consumers, somewhat alleviates the problem by 

allowing for premium pricing that lets Flens USA make a profit while remaining affordable for 

consumers. The exact price should be chosen from a geocentric perspective by recognizing and 

adjusting for market factors in various local markets such as consumer income and competition. 

In targeting young professionals by selling the beer at bars, the price of Flens in the North East 

of the United States should be around $4.00. 

4. Global Marketing Communications 

Logistical and pricing decisions are essential to launching Flens in the U.S., but will not 

amount to much if they aren’t supported by a strong marketing effort to establish the brand in the 

minds of consumers. The following paragraphs will complete this analysis by offering an 

overview of the specific brand decisions and a potential marketing communications plan to be 

executed by the company for expanding its beer. 
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4.1 Brand Decisions 

Keegan & Green (2011) define brands as “bundles of images and experiences in the 

customer’s mind.” Brands consist partially of consumer perceptions about the tangible aspects of 

the product itself. This could be a hindrance to success of especially Northern German beer, as 

German pilsners are generally bitter while American lagers (the closest equivalent) are 

commonly sweeter. Thus, the recipe given to Yuengling & Son by the Flensburg Brewery should 

to be adapted to meet American tastes rather than simply being a copy of the German product. In 

my opinion, an adjusted recipe of Flens Gold, which is a milder version of the original 

Flensburger Pilsener, has the highest chance of success in the U.S. market. But the brand concept 

also extends beyond the mere physical attributes of a product, including intangible benefits like 

the status associated with product ownership and the brand’s reputation. In the United States, 

Germany is generally associated with brewing quality beer, an opportunity that can easily be 

exploited when establishing an American version of the Flens brand (Porter, 1990). According to 

the country-of-origin effect, certain perceptions about countries are directly associated with 

goods produced in these countries; for example, any wine produced in France is assumed to have 

good quality because France is known for its wine (Keegan & Green, 2011). As Germany is 

known for its quality beer, Flens should take advantage of the country-of-origin effect when 

marketing the beer in the U.S., making its German heritage an integral part of its brand.  

Finally, the unique packaging, while creating potential problems in pricing and 

distribution channels that were discussed above, will be a substantial part of the Flens brand in 

America. The resealable cap allows the consumer to reclose a beer after opening it, preserving its 

carbonation and taste and preventing it from becoming flat. Furthermore, the unique bottle will 

allow Flens to stand out among other brands, providing visual aesthetics to a market often 

dominated by similar looking bottles only separated by varying labels. Thus, the Flens bottle will 
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considerably increase visibility of the beer compared to competing brands, while at the same 

time providing a tangible benefit for its users. Despite its potential problems, the bottle will be a 

central brand aspect and selling point for Flens in the United States. 

4.2 Marketing Communications Plan 

The success of any marketing campaign depends on its integration, as a unified message 

sent through all communications channels is vital (Keegan & Green, 2011). For Flens USA, that 

integrated message exhibited in all promotions will be a tag line along the lines of The First 

German Craft Beer in America, emphasizing the German brand origin to take advantage of the 

country-of-origin effect but also differentiating it from large import beers such as Heineken. By 

highlighting that Flens is the first of its kind, this message also communicates individuality, 

which will position Flens USA in a spot that no other import beer has occupied so far (Appendix 

6.1). Additionally, any promotions should point to the unique bottle and its benefits. This 

emphasis on the bottle in addition to a focus on German origin, regional brand presence, and 

emphasized individuality will lead to a successful integrated marketing campaign.  

The specific marketing communications plan should focus extensively on public 

relations, sampling, and internet marketing. While a limited amount of advertising is conceivable 

during brand introduction to raise awareness of Flens USA, it is too expensive to consistently 

sustain the brand’s success in the highly competitive American beer industry (Ries & Ries, 

2004). This limited advertising should be focused regionally in order to avoid the large fees 

associated with national advertising, and like the other promotional tools revolve around the 

above message. Because consumers often see attention created by PR as more credible than 

advertising, Flens USA should utilize various public relations outlets to generate publicity and 

raise brand awareness. First, the brand should work together closely with opinion leaders 
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throughout the target market to ‘spread the word’ about the beer. Further, creating Flens events 

such as setting up bar competitions of ‘flipping the bottle cap’ (a popular competition among 

drinkers of the beer in Germany) will likely generate stories in local news outlets (YouTube, 

2008). This contest also educates consumers about the unique bottle, while playfully teaching 

them how to open and reclose their beer. Sampling in bars to get consumers to try the Flens 

flavor will also work to the brand’s advantage, as it has been shown to increase trial among 

consumers more than other promotional tools (Keegan & Green, 2011). Finally, the brand should 

take advantage of the internet with an effective web presence on its own website and various 

beer connoisseur pages. Especially the latter will be important for the success of Flens, as viral 

marketing is crucial for beer; for example, online ratings on such websites have been found to be 

directly related to craft beer sales (Clemons et al, 2006). A marketing communications plan 

focused around this message and promotional tools will combine with the other logistical and 

brand decision to help Flens succeed in the American market. 

5. Conclusion 

Entering a highly competitive American beer industry will be a challenge for Flens USA, 

but is not entirely impossible. The key to a successful market entry involves staying committed 

to humble goals, as trying to enter the entire national market at once is unlikely to succeed. But 

focusing more narrowly on bar consumers in the U.S. North East will allow the brand to gain 

footing in the American beer market, while establishing a joint venture with an established 

brewery with similar values in Yuengling & Son allows will also aid success. Through targeting 

young professionals in North Eastern bars with a message like The First German Craft Beer in 

America, Flens USA will successfully establish a brand presence in the American market and 

build an international basis for the formerly exclusively German brand. 
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6. Appendices 

6.1 Perceptual Map of beer brands currently in the American market 
 

 
 

6.2 Porter’s Five Forces That Shape Industry Competition 
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6.3 Economies of Scale in the Beer Industry, as of 2007 

 
 

6.4 The Three-Tier System of Beer Distribution in the United States 
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6.5 Alcohol Consumption in the U.S.: Beer, Wine, and Liquor 

 

 

 

6.6 Flens USA Joint Venture 
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